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The Mexican Congress is planning to present a legal complaint against President Vicente Fox
for his decision to suspend a tax on soft drinks manufactured with high-fructose corn syrup. In a
resolution approved by all political parties except Fox's center-right Partido Accion Nacional (PAN),
the Congress agreed to bring the matter before the nation's highest court (Suprema Corte de Justicia
de la Nacion, SCJN). The decision was approved by a 255-198 vote. The legislators contend that Fox
overstepped his constitutional powers by suspending a 20% tax Congress had imposed on US cornsyrup imports in March of this year (see SourceMex, 2002-03-06). Congress imposed the special tax
on high-fructose corn syrup as part of its recent tax-reform legislation (see SourceMex, 2002-01-09,
2002-01-16).
Legislators imposed the tax on fructose to help support the domestic sugar industry, which has
lost market share because of the incursion of corn-based sweeteners into the soft-drink and candy
industries. The tax was considered an effort to restrict imports of corn syrup without having to
answer directly to the North American Free Trade Agreement (NAFTA) and the World Trade
Organization (WTO). Mexico has had to abandon tariffs on imports of high-fructose corn syrup on
several occasions to comply with rulings from dispute-resolution panels created under NAFTA and
the WTO (see SourceMex, 1999-10-27, 2000-03-01, 2001-08-15).
The Fox administration said the tax was suspended to allow the government to continue
negotiations with the US on trade in sweeteners, including a greater US opening of its sugar market
to comply with the original terms of NAFTA. Administration vows to defend its position Economy
Secretary Luis Ernesto Derbez said the legal challenge would not force the Fox administration
to change its policies. "The administration will compile all the elements necessary to support its
position," Derbez told reporters.
But the economy secretary was careful not to characterize the dispute as a clash between the
executive and legislative branches. This was a "free and autonomous decision" by the legislative
branch to determine whether the executive branch is in the right, said Derbez. A few weeks before
the Congress voted to take legal action against Fox, Derbez had promised that the administration
was prepared to impose tight restrictions on imports of high-fructose corn syrup if a resolution was
not reached.
PAN legislators defended Fox's right to suspend the tax. "The tax legislation gives the executive a
clear right to exempt taxes fully or partially, but not to increase them," said Deputy Felipe Calderon,
PAN leader in the lower house. PAN deputies said they favor "reviewing" the federal tax code
to check for inconsistencies with the Constitution. But they said the matter should be handled
legislatively and not via court action. "The opposition parties are only politicizing the issue with this
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challenge," said Deputy Alejandro Zapata, one of the leaders of the PAN delegation in the lower
house.

US continues to limit quota for Mexican sugar imports
Some opposition leaders say they are willing to reconsider their position if the US agrees to comply
with the original sugar provisions in NAFTA. Under these provisions, the US agreed to take all of
Mexico's excess sugar, beginning in October 2000. Rather than comply with this provision, however,
the US has only raised the quota slightly for imports of Mexican sugar (see SourceMex, 2000-05-31).
For the coming year, the US announced the quota for Mexican sugar imports at slightly less than
140,000 metric tons, an increase of 10,000 MT from the previous year. Mexico's surplus for the past
year is estimated at 623,000 MT.
The surplus was attained from a huge crop of sugar cane, which surpassed 2.06 million MT in
2001-2002. This is an increase from the 1.606 million MT produced in the same period the previous
year. The US could have extreme difficulties accommodating Mexico, unless sugar-import quotas for
other countries are reduced significantly. In a report released in mid-March, the US Department of
Agriculture estimates US sugar inventories will reach 1.876 million MT by year-end 2003, compared
with 1.496 million MT estimated in 2002. (Sources: El Financiero, 02/25/02, 03/15/02; Agencia de
Noticias Proceso, 03/19/02; Notimex, 03/19/02, 03/20/02, 03/24/02; CNI en Linea, 03/18/02, 04/02/02;
Reuters, 03/20/02, 04/02/02; La Jornada, 04/02/02; Novedades, 03/19/02, 04/02/02, 04/03/02; The News,
04/03/02; La Cronica de Hoy, 03/19/02, 03/21/02, 04/02/04, 04/04/02; Reforma, 03/19/02, 04/03/02,
04/04/02; Milenio Diario, 03/19/02, 03/21/02, 04/02-05/02; El Universal, 04/02/02, 04/05/02)
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